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CTME-00 /026 W 
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PASS ARA/AND/E - J.A. ALLITTO 

E.O. 11652: N/A 
TAGS: BDIS, EC 

SUBJECT: BUSINESS DISPUTE BETWEEN DINE AND PV INTERNATIONAL 

REE: STATE 128364 

1. THE CHARGE, COMATT AND E/C OFEICER GRAHAM MET WITH 
JERRY FORSYTHE ON MAY 23. FORSYTHE THANKED THE E/C 
SECTION FOR REPRESENTATIONS OVER THE PAST MONTHS WITH 
DINE (DIRECTORATE OF ARMY INDUSTRIES) ON BEHALE OF 

PV INTERNATIONAL. 

2. FORSYTHE SAID THAT DINE DIRECTOR COL. SUAREZ HAD 
APPARENTLY COME TO THE CONCLUSION THAT THE EXPLOSIVES 
PLANT AS PROPOSED BY PV WAS TOO LARGE IN SCOPE, AND 
PERHAPS TOO SOPHISTICATED, EOR THE ECUADOREAN MARKET. 

SUAREZ WAS INTERESTED IN A SCALED-DOWN VERSION THAT 
FORSYTHE SAID WAS UNECONOMIC FOR PV. THUS, ACCORDING 
TO FORSYTHE, NEGOTIATIONS WITH DINE WOULD PROBABLY 
REVOLVE AROUND HOW TO DISSOLVE THE EXISTING CONTRACT. 

3. FORSYTHE ASKED OUR OPINION ON THE CHANCES OF 
SUCCESS SHOULD HE FILE A LAW SUIT AGAINST DINE. WE 
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REPLIED THAT WE COULD NOT BE TOTALLY ENCOURAGING ON 
THAT SCORE, BUT THAT HE SHOULD EXPLORE THE MATTER 
WITH A LAWYER ON THE POST'S LIST OF ATTORNEYS (WHICH 
WE SUPPLIED TO HIM). WE EXPLAINED THAT WE COULD NOT 
TAKE AN ACTIVE ROLE IN THE DISPUTE UNTIL PV HAD 
EXHASTED ALL AVAILABLE LEGAL REMEDIES. 
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4. WE LEARNED SUBSEQUENTLY THAT EORSYTHE DID TALK 
TO AT LEAST ONE LAWYER, BUT HAD APPARENTLY NOT YET 
DECIDED WHETHER TO INITIATE LEGAL ACTION. HE WAS ALSO 
THINKING OF A "PUBLICITY CAMPAIGN" AGAINST DINE. 

IN THE MEANTIME FORSYTHE HAS COME TO CONSIDER HIS 
CURRENT LAWYER, CAMILO GALLEGOS, A LIABILITY IN 
THAT GALLEGOS IS A VERY CLOSE FRIEND OF DINE DIRECTOR 
SUAREZ. 

5. WE BELIEVE THAT THE ALLEGED ARREST THREAT WAS 
VASTLY EXAGGERATED. WE UNDERSTAND IT CAME IN THE FORM 
OF A STATEMENT TO FORSYTHE FROM A DINE ECONOMIST TO THE 
EFFECT THAT THE DINE DIRECTOR WAS SO ANGRY AT FORSYTHE 
THAT HE'D LIKE TO HAVE HIM PUT IN JAIL; AND THAT THIS 
REMARK WAS PRECEDED BY THE -VERY SUSPECT- ADVICE FROM 
GALLEGOS THAT FORSYTHE LEAVE ECUADOR AT ONCE. 

WE DO NOT SEE THAT THERE IS ANYTHING TO PREVENT 
FORSYTHE FROM RETURNING TO ECUADOR TO PURPUE LEGAL 
ACTION AGAINST DINE, AND OF COURSE WE WOULD INTERVENE 
VIGOROUSLY ON FORSYTHE'S BEHALF IN THE VERY UNLIKELY 
EVENT AN ATTEMPT WERE MADE TO JAIL HIM. 

6. SHOULD FORSYTHE DECIDE TO DO THIS, THE EMBASSY 
ALSO STANDS READY TO BE OF APPROPRIATE ASSISTANCE 
DURING AND AFTER SUCH PROCEEDINGS. 
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7. WE DO NOT CONSIDER THIS DISPUTE TO BE UNUSUAL 
OR PARTICULARLY ALARMING. SITUATIONS OF THIS SORT 
ARISE FREQUENTLY WHEN FOREIGN COMPANIES NEGOTIATE 
WITH GOE AGENCIES THAT DO NOT HAVE EQUAL TECHNICAL 
EXPERTISE AND SAVVYM. VIRTUALLY ALL SUCH DISPUTES 
IN ECUADOR EVENTUALLY ARE RESOLVED, ONE WAY OR THE 
OTHER, WITHOUT SERIOUS ADVERSE CONSEQUENCES FOR THE 
FOREIGN INVESTORS. THE UPCOMING CHANGE OF GOVERNMENT 
IS A COMPLICATING FACTOR; A GOE OFFICIAL WOULD BE 
VERY RELUCTANT TO CONCLUDE NOW ANY AGREEMENT WITH A 
PRIVATE FIRM THAT COULD BE A FUTURE SOURCE OF 
EMBARRASSMENT, WHICH DINE EVIDENTLY NOW FEELS COULD 
BE THE CASE IF IT GOES THROUGH WITH ITS PV VENTURE 

AS ORIGINALLY INTENDED. DINE'S RECORD OF TREATMENT 
OF FOREIGN INVESTORS IS GENERALLY ENCOURAGING. 

CORR 
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